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SUBJ: DEVALUATION OF EXCHANGE RATE 
REE: SANTIAGO 4401 

1. EEFECTIVE JULY 31 CENTRAL BANK DEVALUED BANKERS RATE 
FROM 830 TO 860 ESCUDOS PER DOLLAR AND BROKERS RATE FROM 
910 TO 950 ESCUDOS PERDOLLAR. RATE FOR LARGE COPPER MINES 
REMAINS UNCHANGED AT 550 ESCUDOS PER DOLLAR. 

2. DEVALUATION IS 3.6 PERCENT FOR BANKERS AND 4.4 PERCENT 

FOR BROKERS RATE AND DIFFERENTIAL BETWEEN TWO REMAINS ABOUT 
10 PERCENT. THERE HAVE NOW BEEN THREE DEVLUATIONS IN 
JULY FOR A CUMULATIVE CHANGE OF 14.7 PERCENT 
IN BANKERS AND 15.2 PERCENT IN BROKERS RATE. 

CONSUMER PRICE INDEX (CPI) CHANGE FOR MONTH OF JUNE WAS 20.8 
PERCENT. BANKERS RATE CHANGE FOR FIRST SIX MONTHS OF YEAR WAS 
108.3 PERCENT COMPARED TO CPI CHANGE DURING SAME PERIOD 
OF 145.6 PERCENT. COMPARABLE CHANGE FOR BROKERS RATE 
WAS ONLY 10 PERCENT. 

3. COMMENT: ALL OTHER THINGS BEING EQUAL, MORE RAPID 
RISE IN CPI THAN BANKERS RATE DEVALUATIONS SERVES AS A 
DISINCENTIVE TO EXPORT AND AN INCENTIVE TO IMPORT - THE 
REVERSE OF STATED GOC POLICY. ONE IMPORTANT CENTRAL 
BANK OFFICIAL RECENTLY TOLD US THAT, ACCORDING THEIR 
CALCULATIONS, BANKERS RATE SHOULD NOW BE AT APPROXIMATELY 
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